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REPORT ON TRANSACTIONS CONCLUDED 
IN 2018, WHICH PRESENTS AN INTEREST 
FOR KUBANENERGO PJSC



REPORT ON TRANSACTIONS
CONCLUDED IN 2018, WHICH
PRESENTS AN INTEREST FOR
KUBANENERGO PJSC

Details of interested party transactions less than 2% of the book value of assets

SEQ. NO.
DATE OF THE
TRANSACTION

DATE OF
APPROVAL
(OBTAINING
CONSENT FOR
THE
TRANSACTION)

THE COMPANY'S BODY
THAT MADE THE DECISION
TO GRANT CONSENT TO
THE TRANSACTION SUBJECT MATTER AND ITS MATERIAL TERMS

INFORMATION
ABOUT THE
PERSON(S)
INTERESTED IN
THE
TRANSACTION,
THE GROUND FOR
INTEREST

1 06.02.2018 20.12.2017 The notice of the transaction,
which presents an interest, was sent to the
persons referred to in cl. 1, Art. 81 of the
Federal Law dated 26.12.1995, No. 208-FZ
“On Joint-Stock Companies”, on 20.12.2017,
no later than 15 days before the date of
transaction.

The requirements to hold a meeting of the
Board of Directors of Kubanenergo PJSC to
resolve the issue of obtaining consent to the
transaction, which was an object of interest
from the persons, referred to in cl. 1, Article.
83 of the Federal Law dated 26.12.1995, No.
208-FZ "On Joint-Stock Companies," were
not received

Service Contract for the Organization of the
Operation and Development of the Electric
Grid Complex

Parties to the contract:
• Kubanenergo PJSC – the Customer;
• PJSC Rosseti – the Contractor.

Subject of the Contract:
• The Contractor undertakes to provide the

Customer with a service for organizing
the operation and development of the
Customer’s power grid complex under
the terms of the contract, and the
Customer respectively undertakes to
accept and pay for the service in
accordance with the terms of the
Contract.

Contract price:
• The cost of the services of the Contractor

for one year is not more than
118,321,766.54 rubles; in addition VAT,
calculated in accordance with the
legislation of the Russian Federation .

• The cost of service of PJSC Rosseti under
the service provision Contract for the
operation and development of the
electric grid complex may be subject to
review.

• The cost of the services of PJSC Rosseti
under the service Contract cannot
amount to 10 or more percent of the
book value of the Kubanenergo PJSC
assets, according to its financial
statements as of the latest reporting
date.

The term of the service: 01.01.2018 to
31.12.2020.

Term of the Contract:
The Contract comes into force from the
moment of its signing and is valid until
31.12.2020, in part of settlements, until the
Parties fulfill their obligations

PJSC Rosseti –
is the
controlling
entity of
Kubanenergo
PJSC and, at
the same time,
PJSC Rosseti is
a party to the
transaction

1. At the conclusion of the transaction, VAT was provided at a rate of 18%; in the fourth quarter of the reporting year, the parties
entered into an additional agreement to change the VAT rate by 20%.

1
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SEQ. NO.
DATE OF THE
TRANSACTION

DATE OF
APPROVAL
(OBTAINING
CONSENT FOR
THE
TRANSACTION)

THE COMPANY'S BODY
THAT MADE THE
DECISION TO GRANT
CONSENT TO THE
TRANSACTION SUBJECT MATTER AND ITS MATERIAL TERMS

INFORMATION
ABOUT THE
PERSON(S)
INTERESTED IN
THE
TRANSACTION,
THE GROUND
FOR INTEREST

2 05.03.2018 15.01.2018 The notice of the
transaction, which presents an
interest, was sent to the persons
referred to in cl. 1, Art. 81 of the
Federal Law dated 26.12.1995, No.
208-FZ “On Joint-Stock Companies”,
on 15.01.2018, no later than 15 days
before the date of transaction.

The requirements to hold a meeting of
the Board of Directors of Kubanenergo
PJSC to resolve the issue of obtaining
consent to the transaction, which was
an object of interest from the persons,
referred to in cl. 1, Article. 83 of the
Federal Law dated 26.12.1995, No.
208-FZ "On Joint-Stock Companies,"
were not received

The Contract for the provision of services for
technical supervision

Parties to the contract:
• Kubanenergo PJSC – the Customer;
• PJSC Rosseti – the Contractor.

Subject of the contract:
• The Customer appoints, and the Contractor

assumes the obligation to undertake the technical
supervision at the Customer’s power supply
facilities, including new construction,
reconstruction, and technical re-equipment, and
the Customer, respectively, undertakes to accept
and pay for these services.

• To create the necessary conditions for the
activities of the Contractor’s personnel, directly
providing services at the Customer’s facilities, the
Customer accomodated the Contractor, on a
reimbursable basis, for the entire term of the
contract, with workplaces (rooms) with furniture,
computer and organizational equipment, office
equipment, communication facilities, fixed line
and Internet services, and with office supplies.

Contract price:
• The cost of services of the Contractor under the

contract for the calendar year is 15,272,000.04
rubles; in addition – VAT, calculated in accordance
with the legislation of the Russian Federation .

• The cost of the Customer’s services under the
contract for a calendar year is 1,184,760.48
rubles, plus VAT, calculated by the legislation of
the Russian Federation.

• The cost of services under the contract cannot
amount to 10 or more percent of the book value of
the assets of Kubanenergo PJSC, according to its
accounting statements as of the latest reporting
date.

The term of the service: 01.01.2018 to 31.12.2020. In
case neither of the parties notified the other party
about the termination of the Contract within 30
calendar days before the expiration date of the
provision of services under the contract, the term of
services under the Contract is extended by one
calendar year without any restriction for such
prolongations.

Term of the Contract:
• The Contract comes into force from the moment

of its signing by the parties and is valid until the
termination of the proper performance of
obligations by the parties. The Contract covers
the legal relations between the parties arising
from the 01.01.2018.

PJSC Rosseti
– is the
controlling
entity of
Kubanenergo
PJSC and, at
the same
time, is a
party to the
transaction

1. The same.

1
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SEQ. NO.
DATE OF THE
TRANSACTION

DATE OF
APPROVAL
(OBTAINING
CONSENT FOR
THE
TRANSACTION)

THE COMPANY'S
BODY THAT MADE
THE DECISION TO
GRANT CONSENT TO
THE TRANSACTION SUBJECT MATTER AND ITS MATERIAL TERMS

INFORMATION ABOUT THE
PERSON(S) INTERESTED
IN THE TRANSACTION, THE
GROUND FOR INTEREST

3 04.09.2018 07.08.2018 The notice of the
transaction, which presents an
interest, was sent to the persons
referred to in cl. 1, Art. 81 of the
Federal Law dated 26.12.1995, No.
208-FZ “On Joint-Stock Companies”,
on 07.08.2018, no later than 15 days
before the date of transaction.

The requirements to hold a meeting
of the Board of Directors of
Kubanenergo PJSC to resolve the
issue of obtaining consent to the
transaction, which was an object of
interest from the persons, referred
to in cl. 1, Article. 83 of the Federal
Law dated 26.12.1995, No. 208-FZ
"On Joint-Stock Companies," were
not received

Energy Service Contract

Parties to the contract:
• Kubanenergo PJSC – the Customer;
• JSC "Energy Service of Kuban" – the

Power Service Company.

Subject of the contract:
• Performing actions aimed at energy

saving and energy efficiency of energy
resources use (including reduction of
technological consumption (losses) of
electricity during transmission in
electric networks) by the Customer,
implementation of energy-saving
technologies by and at the expense of
the Energy Service Company in the
Customer’s power grid facilities.

Contract price:
• 57,615,030.41 rubles (including VAT ).

Term of the Contract:
• The term of the Contract is determined

by a period during which there will be
achieved the planned amount of savings
in volume (physical) terms, and the total
amount of payments from the Customer
in favor of the Energy Service Company
will be equal to the contract price, but
not more than eight years.

The term of the Contract may include an
additional period, which is added to
compensate for possible non-compliance
of:
• source data provided by the Customer,

by the results of the pre-project survey,
• the actual cost of energy (including

energy losses) by the predicted values
used at the conclusion of the Contract

1. The controlling entity
of the Company – is
PJSC Rosseti, which is,
concurrently, the
controlling body of JSC
"Energy Service of
Kuban" – a party to the
transaction.

2. Member of the
Company's Management
Board – E. Armaganyan,
occupying a position in
the management bodies
(member of the Board of
Directors) of JSC
"Energy Service of
Kuban", which is a party
to the transaction

1. The same.

1
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Information on transactions, which presents interest, the size of which was 2% or more of the book value of the assets

SEQ. NO.
DATE OF THE
TRANSACTION

DATE OF
APPROVAL
(RECEIPT OF
CONSENT FOR
THE
TRANSACTION)

THE
COMPANY'S
BODY THAT
MADE THE
DECISION TO
GRANT
CONSENT TO
THE
TRANSACTION SUBJECT MATTER AND ITS MATERIAL TERMS

INFORMATION ABOUT THE
PERSON(S), INTERESTED IN
THE TRANSACTION, THE BASIS
OF INTEREST AND SHARES OF
THE ISSUER AND CONTRACTOR

1 05.03.2018 07.02.2018 Board of
Directors

Kubanenergo
PJSC

(minutes No.
298/2018,
dated
08.02.2018)

Agreement on repayment of debt of
Kubanenergo PJSC for the electrical energy
transmission services.

Parties to the agreement:
• Debtor – Kubanenergo PJSC;
• The Lender – PJSC FGC UES.

Subject of the Agreement: settlement of the
procedure and maturity of the Debtor’s
amounts owed to the Creditor with a
maturity date under the electricity
transmission services Contract.

Price agreement:
The amount of the debt to be settled by
agreement is 1,957,869,991.84 rubles,
including:

• debt for services rendered under the
Contract for transfer of electrical energy
from 24.12.2014 for the period 01.04.2016
to 30.06.2017 in the amount of
1,662,133,690.02 rubles (including VAT);

• debt for payment of penalties, interest in
the amount of 295,736,301.82 rubles,
including:
/ a) arrears for payment of penalties

under the Contract accrued to the
amount of 1,662,133,690.02 rubles for
the period 17.05.2016 to 31.07.2017,
from the amount of 261,122,475.53
rubles;

/ b) debt for payment of interest,
confirmed by a court decision in case
No. A32-28104/15, in the amount of
34,613,826.29 rubles.

The amount of debt for services rendered,
penalties, interest, collectively referred to as
debt.

For the use of funds, Kubanenergo PJSC
undertakes to pay FGC UES interest,
charged on the amount of the Debt. The
interest rate is set at 9% per annum, while
the amount of interest is calculated for the
part of the Debt outstanding at the beginning
of each day from 01.08.2017, to the date of
the actual final repayment of the Debt
inclusively, and taking into account the
actual repayment schedule.

Term of Agreement:
• The Agreement comes into force from the

date of its signing by the parties and is
valid until the Debtor fulfills all
obligations thereunder. The terms of the
Agreement apply to the relations of the
parties from 01.08.2017

The controlling entity of the
Company is PJSC Rosseti,
which is, concurrently, the
controlling body of PJSC FGC
UES – a party to the
transaction. PJSC Rosseti
owns 92.78% of the
authorized capital of
Kubanenergo PJSC and
80.13% of the authorized
capital of PJSC FGC UES
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REPORT ON COMPLIANCE 
WITH THE PRINCIPLES 
AND RECOMMENDATIONS OF THE CORPORATE 
GOVERNANCE CODE, RECOMMENDED 
BY THE BANK OF RUSSIA IN 2018



REPORT ON COMPLIANCE WITH THE
PRINCIPLES AND
RECOMMENDATIONS OF THE
CORPORATE GOVERNANCE CODE, 
RECOMMENDED BY THE BANK OF RUSSIA IN LETTER DATED 10.04.2014, NO.
06-52/2463 FOR APPLICATION BY JOINT-STOCK COMPANIES, WHICH
SECURITIES ARE ADMITTED TO ON-EXCHANGE TRADING

This report on compliance with the principles and recommendations of the Corporate Governance Code, recommended by the Bank of
Russia by letter dated 10.04.2014, No. 06-52/2463, for use by joint-stock companies, which securities are admitted to on-exchange
trading (further referred to as the Code) was reviewed by the Board of Directors of Public Joint Stock Company of Power Industry and
Electrification of Kuban (further – Kubanenergo PJSC, the Company, Parent Company) at the meeting on 15.05.2019 (minutes No.
342/2019 dated 17.05.2019) as a part of the Company's Annual Report for 2018.

The Board of Directors of Kubanenergo PJSC confirms that the data presented in this report contain complete and reliable
information of the Company's compliance with the principles and recommendations of the Code for 2018.

SL.NO.

PRINCIPLES  
OF CORPORATE  
GOVERNANCE

CRITERIA FOR ASSESSING COMPLIANCE
WITH THE PRINCIPLE OF CORPORATE
GOVERNANCE

STATUS
OF COMPLIANCE
WITH THE CORPORATE
GOVERNANCE

EXPLANATIONS
OF DEVIATIONS
FROM THE CRITERIA
FOR ASSESSMENT
THE COMPLIANCE
WITH THE PRINCIPLE
OF CORPORATE
GOVERNANCE

1.1 The Company must ensure equal and fair treatment of all shareholders in the exercise of their right to participate in the management
of the Company.

1.1.1 The Company creates the most
favorable conditions for
shareholders for participation in the
General Meeting, conditions for
developing a reasonable position on
the agenda of the General Meeting,
coordination of their their actions,
and the opportunity to express their
opinion on the issues under
consideration.

1. The internal document of the Company,
approved by the General Meeting of
shareholders, and regulating the
procedures for holding a General Meeting,
are publicly available.

2. The Company provides an affordable
way to communicate with the public, such
as a hotline, e-mail or a forum on the
Internet, which allows shareholders to
express their views and send questions
about the agenda during preparation to
the General Meeting. The Company took
these actions on the eve of each General
Meeting held in the reporting period.

V Totally met

Partially met

Not met

 

1.1.2 The procedure for reporting the
General Meeting and providing
materials for the General Meeting
allows shareholders to be properly
prepared for participation in the
meeting.

1. Notice about holding a General Meeting
of shareholders is posted (published) on a
website in the Internet at least 30 days
before the date of General Meeting.

2. The announcement of the meeting
contains the location of the meeting and
the documents necessary for admission to
the premises.

3. Shareholders were provided with access
to information about the perdon, who
proposed agenda items and who
nominated candidates to the Board of
Directors and to the Company's Auditing
Commission.

V Totally met

Partially met

Not met
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SL.NO.

PRINCIPLES  
OF CORPORATE  
GOVERNANCE

CRITERIA FOR ASSESSING
COMPLIANCE WITH THE PRINCIPLE
OF CORPORATE GOVERNANCE

STATUS
OF COMPLIANCE
WITH THE CORPORATE
GOVERNANCE

EXPLANATIONS
OF DEVIATIONS
FROM THE CRITERIA
FOR ASSESSMENT
THE COMPLIANCE
WITH THE PRINCIPLE
OF CORPORATE
GOVERNANCE

1.1.3 During the preparation and conduct of the
General Meeting, shareholders had an
opportunity to receive information about
the meeting and materials hereto, to ask
questions to executive bodies and
members of the Board of Directors of the
Company, and communicate with each
other freely and in a timely manner.

1. In the reporting period,
shareholders were given the
opportunity to ask questions to
members of the executive bodies
and members of the Board of
Directors of the Company on the
eve and during the Annual General
Meeting.

2. The position of the Board of
Directors (including the special
opinions included in the minutes)
on each item of the agenda of
General Meetings, held during the
reporting period, were included in
the materials for the General
Meeting of shareholders.

3. The Company granted access to
shareholders, who have a right for
such access, to the list of persons
entitled to participate in the
General Meeting, starting from the
date of its receipt by the Company,
in all cases of holding General
Meetings in the reporting period.

V Totally met

Partially met

Not met

 

1.1.4 The realization of a shareholder rights to
demand the convocation of a General
Meeting, to nominate candidates to
governing bodies and to make proposals
for inclusion in the agenda of a General
Meeting was not associated with
unjustified difficulties.

1. In the reporting period,
shareholders had the opportunity to
make proposals for inclusion on the
agenda of the Annual General
Meeting during at least 60 days
after the end of a calendar year.

2. In the reporting period, the
Company did not refuse to accept
proposals on the agenda or
candidacies to the Company's
bodies due to typographical errors
and other minor defects in a
shareholder’s proposal.

V Totally met

Partially met

Not met

 

1.1.5 Each shareholder had an opportunity to
freely exercise the right to vote in the
simplest and most convenient way for him.

1. An internal document (internal
policies) of the Company contains
provisions pursuant to which each
member of the General Meeting
may, before completion of the
relevant meeting to request a copy
of the completed ballot certified by
the Counting Commission.

V Totally met

Partially met

Not met
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SL.NO.

PRINCIPLES  
OF CORPORATE  
GOVERNANCE

CRITERIA FOR ASSESSING
COMPLIANCE WITH THE
PRINCIPLE OF
CORPORATE
GOVERNANCE

STATUS OF
COMPLIANCE
WITH THE
CORPORATE
GOVERNANCE

EXPLANATIONS OF DEVIATIONS FROM THE CRITERIA FOR
ASSESSMENT THE COMPLIANCE WITH THE PRINCIPLE OF
CORPORATE GOVERNANCE

1.1.6 The
established
procedure for
conducting a
General
Meeting
provides an
equal
opportunity to
all those
present at the
meeting to
express opinion
and ask
questions of
interest.

1. During the course of
General Meetings of
shareholders in the
reporting period in a
meeting form (joint
attendance of
shareholders),
sufficient time was
provided for reports on
agenda items and time
for discussion of these
issues.

2. Candidates to the
management and
control bodies of the
Company were
available to answer
questions from
shareholders at a
meeting, which put
their candidatures were
put to the vote.

3. The issue of using
telecommunications to
provide shareholders
with remote access to
attend General
Meetings during the
reporting period was
considered by the Board
of Directors in course of
making decisions
related to the
preparation and holding
the General Meetings of
shareholders.

Totally met

V Partially met

Not met

Criterion 2 is partially met. 
To make possible for candidates for members of management
and control bodies to give answer at the General Meeting of
Shareholders, the Regulation for the General Meeting of
Shareholders of the Company, approved by the Annual General
Meeting of Shareholders in 2017, has established that in
preparation of Shareholders for the General Meeting in the
form of joint attendance, the Company provides invitations to
members of the Company's executive bodies, members and
candidates for membership in the Board of Directors, members
and candidates for the Company's Auditing Commission, and to
the Company's auditor to participate in the General Meeting of
Shareholders.

Invitations to participate in the General Shareholders Meeting
are sent to all Candidates, though, the invited candidates
cannot always ensure their presence due to various factors of a
working and personal nature. However, shareholders can ask
any questions to those candidates who are present at the
meeting.

Criterion 3 is not met.

In part of the use of telecommunication means for providing
shareholders with remote access for participation in General
Meetings of Shareholders, the Company's Charter provides for
such an opportunity, if such a method of participation in a
meeting is stipulated by a decision of the Board of Directors in
preparation for the General Meeting of Shareholders.

In the reporting period, the Board of Directors did not consider
the issue of using telecommunications to provide shareholders
with remote access to participate in the General Meeting of
Shareholders. The Company will review the current practice as
necessary.

1.2 Shareholders are provided with an equal and fair opportunity to participate in the Company's profits by receiving dividends.

1.2.1 The Company
has developed
and
implemented a
transparent
and
understandable
mechanism for
determining
the amount of
dividends and
for their
payment.

1. A Dividend Policy has
been developed by the
Company, approved by
the Board of Directors
and disclosed.

2. If the Company's
Dividend Policy is based
upon the reporting
indicators to determine
the number of
dividends, the relevant
Regulations of the
Dividend Policy, in this
case, shall consider the
consolidated financial
statements.

V Totally met

Partially met

Not met

 

1.2.2 The Company
does not decide
on the payment
of dividends if
such a decision
is not formally
violating the
restrictions
established by
law and is
economically
unreasonable,
as it may lead
to formation of
false notions
about the
Company
activities.

1. The Company's
Dividend Policy contains
clear indications of the
financial/economic
circumstances under
which the Company
should not pay
dividends.

V Totally met

Partially met

Not met
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SL.NO.

PRINCIPLES  
OF CORPORATE  
GOVERNANCE

CRITERIA FOR ASSESSING COMPLIANCE WITH
THE PRINCIPLE OF CORPORATE GOVERNANCE

STATUS OF
COMPLIANCE
WITH THE
CORPORATE
GOVERNANCE

EXPLANATIONS OF DEVIATIONS FROM THE
CRITERIA FOR ASSESSMENT THE
COMPLIANCE WITH THE PRINCIPLE OF
CORPORATE GOVERNANCE

1.2.3 The Company
does not allow
any
deterioration
of the
dividend
rights of
existing
shareholders.

1. In the reporting period, the Company did
not undertake any actions leading to the
deterioration of the dividend rights of existing
shareholders.

V Totally met

Partially met

Not met

 

1.2.4 The Company
seeks to
eliminate the
use of other
means of
obtaining
profit
(income) by
shareholders
at the
expense of
the Company,
in addition to
dividends and
residual
value.

1. In order to exclude other means of
obtaining profit (income) by shareholders at
the expense of the Company, in addition to
dividends and residual value, the internal
documents of the Company establish control
mechanisms that ensure the timely
identification and approval of transactions
with persons affiliated (associated) with
significant shareholders (persons entitled to
vote on voting shares), when the law does not
formally transactions as interested-party
transactions.

Totally met

V Partially met

Not met

Control mechanisms that ensure timely
identification and approval of transactions
with persons affiliated with significant
shareholders are not currently established
in the Company's internal documents. The
Company analyzes the necessary changes
and amendments to internal documents,
the implementation of which will be
carried out after coordination at the level
of the management bodies, as well as with
the Company's shareholders. 
However, the Company has a Regulation
on contractual work, which regulates the
qualification process and the subsequent
control of transactions for the interest in
their execution in accordance with the
indications established by the current
legislation. In addition, the list of affiliates
of the Company meets all the
requirements of current legislation and
includes the most complete and current
information about related parties.

1.3 The system and practice of corporate governance ensures equal conditions for all shareholders - owners of shares of the same
category (type), including minority (small) shareholders and foreign shareholders, and equal treatment of them by the Company.

1.3.1 The Company
created
conditions for
fair treatment
of each
shareholder
by the
management
bodies and
controlling
persons of the
Company,
including
conditions
ensuring the
inadmissibility
of abuses by
large
shareholders
in relation to
minority
shareholders.

1. During the reporting period, the procedures
for managing potential conflicts of interest of
significant shareholders are effective, and the
Board of Directors paid due attention to
disputes between shareholders if any.

V Totally met

Partially met

Not met

 

1.3.2 The Company
does not take
actions that
lead or may
lead to the
artificial
redistribution
of corporate
control.

1. There are no quasi-treasury shares or did
not participate in voting during the reporting
period.

V Totally met

Partially met

Not met

 

1.4 Shareholders are provided with reliable and effective ways of recording rights to shares, as well as the possibility of free and
unhindered alienation of their shares.

1.4.1 Shareholders
are provided
with reliable
and efficient
ways of
recording
rights to
shares, as
well as the
possibility of
free and
unhindered
alienation of
their shares.

1. The quality and reliability of the activities
carried out by the Company's registrar in
maintaining the register of owners of
securities corresponding to the needs of the
Company and its shareholders.

V Totally met

Partially met

Not met
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2.1 The Board of Directors carries out strategic management of the Company, determines the basic principles and approaches to
organizing risk management and internal control system in the Company, controls the activities of the Company's executive bodies
and also implements other key functions.

2.1.1 The Board of Directors is
responsible for making decisions
related to the appointment and
dismissal of executive bodies,
including in connection with the
inadequate performance of their
duties. The Board of Directors
also controls that the executive
bodies of the Company act under
the approved development
strategy and the main activities
of the Company.

1. The Board of Directors has
the powers stipulated in the
charter for the appointment,
dismissal, and determination
of contract terms concerning
members of executive bodies.

2. The Board of Directors
reviewed the report (reports) of
the sole executive body and
members of the collegial
administrative authority on the
implementation of the
Company's strategy.

V Totally met

Partially met

Not met

 

2.1.2 The Board of Directors
establishes the main guidelines
for the Company's activities in
the long term, evaluates and
approves key performance
indicators and the main business
goals of the Company, assesses
and approves the strategy and
business plans for the main
activities of the Company.

1. During the reporting period,
the Board of Directors
discussed issues related to the
implementation and updating
of the strategy, approval of the
Company's financial and
business plan (budget), and
consideration of criteria and
indicators (including
intermediate ones) for the
implementation of the strategy
and business plans of society.

V Totally met

Partially met

Not met

 

2.1.3 The Board of Directors
determines the principles and
approaches to the organization of
the risk management and
internal control system in the
Company.

1. The Board of Directors
determined the principles and
approaches to the organization
of the risk management and
internal control system in the
Company.

2. The Board of Directors
conducted an assessment of
the risk management and
internal control systems of the
Company during the reporting
period.

V Totally met

Partially met

Not met

 

2.1.4 The Board of Directors
determines the Company's policy
for remuneration and (or)
reimbursement of expenses
(compensation) to members of
the Board of Directors, executive
bodies, and other key managers
of the Company.

1. The policy (policies) on
remuneration and
reimbursement of expenses
(compensation) of members of
the Board of Directors,
executive bodies of the
Company and other key
managers, approved by the
Board of Directors of the
Company, was developed and
implemented in the Company.

2. During the reporting period,
the Board of Directors
discussed issues related to
this policy(s).

Totally met

V Partially met

Not met

The Company has developed and
implemented a policy (policies)
approved by the Board of Directors on
remuneration of members of the
Board of Directors, executive bodies
and other key executives of the
Company and reimbursement
(compensation) of their expenses, but
during the reporting period, the Board
of Directors did not consider issues
related to this policy (politicians), in
the absence of necessity.

2.1.5 The Board of Directors plays a
crucial role in preventing,
identifying, and resolving internal
conflicts between the Company's
bodies, shareholders, and
Company employees.

1. The Board of Directors plays
a key role in the prevention,
detection, and resolution of
internal conflicts.

2. The Company has created a
system for identifying
transactions related to a
conflict of interest and a
system of measures aimed at
resolving such conflicts.

V Totally met

Partially met

Not met

 

2.1.6 The Board of Directors plays a
key role in ensuring the
transparency of the Company,
the timeliness and completeness
of information disclosure by the
Company, and easy access of
shareholders to the Company's
documents.

1. The Board of Directors
approved the Regulation on
information policy.

2. The Company has defined
persons responsible for the
implementation of the
information policy.

V Totally met

Partially met

Not met

 

2.1.7 The Board of Directors oversees
corporate governance practices
in the Company and plays a key
role in significant corporate
events of the Company.

1. During the reporting period,
the Board of Directors
considered the issue of
corporate governance
practices in the Company.

V Totally met

Partially met

Not met
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2.2 The Board of Directors is accountable to the shareholders of the Company.

2.2.1 Information on the work of the
Board of Directors is disclosed
and provided to shareholders.

1. The Сompany's annual
report for the reporting period
includes information on
attendance at meetings of the
Board of Directors and
committees by individual
directors.

2. The annual report contains
information on the main
results of the evaluation of the
work of the Board of Directors
conducted in the reporting
period.

Totally met

V Partially met

Not met

Criterion 2 is not met. 
Such estimation was not conducted in
the reporting period due to a lack of a
currently-designed and consistent
estimation procedure.

2.2.2 The Chairman of the Board of
Directors is available to
communicate with
shareholders of the Company.

1. The Company has a
transparent procedure that
provides shareholders with the
opportunity to send questions
and their position on them to
the Chairman of the Board of
Directors.

V Totally met

Partially met

Not met

 

2.3 The Board of Directors is an effective and professional governing body of the Company, capable of making objective independent
judgments and making decisions that meet the interests of the Company and its shareholders.

2.3.1 Only persons with impeccable
business and personal
reputation and possessing the
knowledge, skills, and
experience necessary for
making decisions related to the
competence of the Board of
Directors and required for the
adequate performance of its
functions are elected by the
members of the Board of
Directors.

1. The procedure adopted by
the Company for evaluating
the performance of the Board
of Directors includes, among
other things, an assessment of
the professional qualifications
of the members of the Board
of Directors.

2. Evaluation of candidates to
the Board of Directors in
terms of their necessary
experience, knowledge,
business reputation, no
conflicts of interest, etc. was
carried out in the reporting
period by the Board of
Directors (or its nominations
committee).

Totally met

Partially met

V Not met

Criteria 1 and 2 are not met. 
The Company does not comply with the
recommendation on the procedure for
evaluating the effectiveness of the Board
of Directors, as well as the availability of
a procedure for assessing candidates for
the Board of Directors since such an
assessment was not conducted due to
the lack of a developed and agreed
assessment methodology.

The HR and Remuneration Committee
did not make any special assessment of
candidates to the Board of Directors, the
Company has developed the practice of
requesting consent for nomination from
candidates. In this document, candidates
reflect brief information about
themselves, including information about
education and work experience. This
information is included in the list of
materials for shareholders and is posted
on the official website. In addition, after
being elected to the Board of Directors,
the newly elected member of the Board
of Directors fills out a questionnaire in
which he provides detailed information
about himself, including education, work
experience, ownership of the Company's
shares, positions in other organizations,
etc.

2.3.2 Members of the Company's
Board of Directors are elected
through a transparent
procedure that allows
shareholders to obtain
information about candidates
sufficient to form an idea of
their personal and professional
qualities.

1. In all cases of the General
Meeting of shareholders in the
reporting period, the agenda of
which included questions on
the election of the Board of
Directors, the Company
submitted the biographical
data of all the candidates to
the Board of Directors, the
results of the evaluation of
such candidates by the Board
of Directors to all
shareholders (or its
nomination committee), as
well as information on
whether a candidate meets the
criteria for independence, in
accordance with
recommendations102–107of
the Code and the written
consent of candidates for
election to the Board of
Directors.

Totally met

V Partially met

Not met

The results of the evaluation of
candidates conducted by the Board of
Directors (or its Human Resources and
Compensation Committee), as well as
information on the candidate's
compliance with the criteria of
independence, were not included in the
materials for the General Meeting of
Shareholders. 
At the same time, there was submitted
the information needed to determine the
status of the candidate.
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2.3.3 The composition of the Board
of Directors is balanced,
including the qualifications of
its members, their experience,
knowledge, and business
skills, and enjoys the
confidence of shareholders.

1. As a part of the procedure
for evaluating the work of the
Board of Directors conducted
during the reporting period,
the Board of Directors
analyzed its own needs in the
field of professional
qualifications, experience, and
business skills.

Totally met

Partially met

V Not met

The performance evaluation of the Board
of Directors in the reporting year was
not carried out due to the lack of an
approved methodology. 
The HR and Remuneration Committee
also did not evaluate the work of the
Board of Directors during the reporting
period.

However, in the opinion of the Company,
the composition of the Board of
Directors is balanced, the qualifications
of its members, their experience,
knowledge and business skills fully
correspond to the tasks and goals set
before the Board of Directors.

Considering that the shareholders under
Art. 53 of the Federal Law "On Joint-
Stock Companies" nominated candidates
who were elected by the Annual General
Meeting of Shareholders – members of
the Board of Directors enjoy the
confidence of shareholders.

2.3.4 The quantitative composition of
the Company's Board of
Directors makes it possible to
organize the activities of the
Board of Directors in the most
efficient way, including the
possibility of forming
committees of the Board of
Directors, as well as providing
essential minority
shareholders of the Company
the opportunity to elect a
candidate for whom they vote.

1. As a part of the evaluation
procedure of the Board of
Directors conducted in the
reporting period, the Board of
Directors considered the issue
of whether the size of the
Board of Directors meets the
needs of the Company and the
interests of shareholders.

Totally met

V Partially met

Not met

The assessment in the reporting period
was not conducted due to the lack of an
approved assessment methodology. The
quantitative composition of the Board of
Directors is determined by the
Company's Charter – 11 people, which,
in the Company's opinion, is sufficient to
achieve the goals and objectives set for
the Board of Directors.

2.4 The Board of Directors includes a sufficient number of independent directors.

2.4.1 An independent director is a
person, which is armed with
sufficient professionalism,
experience, and independence
to form his position, is able to
make objective and honest
judgments, independent of the
influence of the executive
bodies of the Company, certain
groups of shareholders or
other interested parties. It
should be borne in mind that
under normal conditions it
cannot be considered a
candidate (elected member of
the Board of Directors) who are
associated with the Company,
its significant shareholder,
significant counterparty or
competitor of the Company or
is associated with the state.

1. During the reporting period,
all independent members of
the Board of Directors met all
independence criteria
specified in recommendations
102–107 of the Code, or were
recognized as independent by
a decision of the Board of
Directors.

V Totally met

Partially met

Not met
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2.4.2 An assessment is made of the
compliance of candidates for
board members with the criteria
for independence, and regular
analysis of the compliance of
independent members of the
Board of Directors with the
independence criteria is carried
out. When conducting such an
assessment, the content should
prevail over the form.

1. In the reporting period, the
Board of Directors (or the
committee for nominations of the
Board of Directors) made an
opinion on the independence of
each candidate to the Board of
Directors and presented the
relevant opinion to shareholders.

2. During the reporting period, the
Board of Directors (or the
committee for nominations of the
Board of Directors) at least once
considered the independence of
current members of the Board of
Directors whom the Company
indicates in the annual report as
independent directors.

3. The Company has developed
procedures that determine the
necessary actions of a member of
the Board of Directors in the event
that it stops being independent,
including the obligation to timely
inform the Board of Directors
about this.

Totally met

V Partially met

Not met

Criteria 1 and 2 are not met. 
In the reporting period, the Board
of Directors and the Human
Resources and Remuneration
Committee did not assess the
independence of each candidate.

The Board of Directors in the
reporting period included:
• until 25.05.2018 – three

independent directors,
• from 05.25.2018 – two

independent directors.

2.4.3 Independent directors comprise
at least one third of the elected
members of the Board of
Directors.

1. Independent directors comprise
at least one-third of the Board of
Directors.

Totally met

Partially met

V Not met

The Board of Directors in the
reporting period included:
• until 25.05.2018 – three

independent directors,
• from 05.25.2018 – two

independent directors.

The Board of Directors of the
Company is elected by the General
Meeting of Shareholders.

At the same time, the share of
independent members on the
Board of Directors currently meets
the issuer's corporate governance
requirements established by the
Listing Rules of Moscow Exchange
PJSC.
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2.4.4 Independent directors play a crusial role
in the prevention of internal conflicts in
society and the commission of
significant corporate actions by the
Company.

1. Independent directors
(who do not have a conflict
of interest) preliminarily
assess significant
corporate actions related
to a possible conflict of
interest, and the results of
such an assessment are
provided to the Board of
Directors.

Totally met

Partially met

V Not met

Evaluation of material corporate
actions by independent directors
was not provided to the Board of
Directors. At the same time, there
were no conflicts of interests of
members of the Board of Directors
in the reporting year.

2.5 The Chairman of the Board of Directors contributes to the most effective implementation of the functions assigned to the Board of
Directors.

2.5.1 An independent director was elected
Chairman of the Board of Directors, or a
senior independent director was
appointed from among the elected
independent directors, who coordinates
the work of independent directors and
interacts with the Chairman of the Board
of Directors.

1. The Chairman of the
Board of Directors is an
independent director, or a
senior independent
director is appointed
among independent
directors.

2. The role, rights and
duties of the Chairman of
the Board of Directors
(and, if applicable, the
senior independent
director) are duly defined
in the Company's internal
documents.

Totally met

V Partially met

Not met

Criterion 1 is not met. 
The Chairman of the Board of
Directors is not an independent
director.

2.5.2 The Chairman of the Board of Directors
provides a constructive atmosphere for
holding meetings, free discussion of the
issues included in the meeting agenda,
control over the implementation of
decisions taken by the Board of
Directors.

1. The effectiveness of the
work of the Chairman of
the Board of Directors was
assessed as a part of the
procedure for evaluating
the effectiveness of the
Board of Directors in the
reporting period.

Totally met

Partially met

V Not met

The assessment in the reporting
period was not carried out due to
the lack of a developed and agreed
methodology for such an
assessment.

2.5.3 The Chairman of the Board of Directors
takes the necessary measures to timely
provide the members of the Board of
Directors with the information required
for making decisions on agenda items.

1. The duty of the
Chairman of the Board of
Directors to take
measures to ensure the
timely provision of
materials to members of
the Board of Directors on
the agenda items of the
meeting of the Board of
Directors is enshrined in
the Company's internal
documents.

V Totally met

Partially met

Not met

 

2.6 Members of the Board of Directors act in good faith and reasonably in the interests of the Company and its shareholders based on
sufficient awareness, with due care and discretion.

2.6.1 Members of the Board of Directors make
decisions based on all available
information, in the absence of a conflict
of interest, with respect for equal
treatment of the Company, as a part of
ordinary business risk.

1. Internal documents of
the Company establish
that a member of the
Board of Directors is
obliged to notify the Board
of Directors if he has a
conflict of interest
regarding any issue on the
agenda of a meeting of the
Board of Directors or a
Committee of the Board of
Directors, prior to the
discussion of the relevant
agenda item.

2. The Company's internal
documents provide that a
member of the Board of
Directors should abstain
from voting on any matter
in which he has a conflict
of interest.

3. The Company has
established a procedure
that allows the Board of
Directors to receive
professional advice on
matters within its
competence at the
Company's expense.

Totally met

V Partially met

Not met

Criterion 3 is partially met. 
The norm allowing a member of
the Board of Directors, a member
of a committee of the Board of
Directors, to receive professional
advice on matters within its
competence, at the expense of the
Company, is specified in the
Regulations for the Committees.

This norm is planned to be
included in other relevant internal
documents as necessary.
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2.6.2 The rights and obligations of members
of the Board of Directors are clearly
defined and enshrined in the Company's
internal documents.

1. The Company has
adopted and published an
internal document that
clearly defines the rights
and obligations of
members of the Board of
Directors.

V Totally met

Partially met

Not met

 

2.6.3 Board members have ample time to
fulfill their duties.

1. Individual attendance at
meetings of the Board and
Committees, as well as
the time taken to prepare
for participation in
meetings, were taken into
account as a part of the
procedure for evaluating
the Board of Directors
during the reporting
period.

2. In accordance with the
Company's internal
documents, members of
the Board of Directors are
required to notify the
Board of Directors of their
intention to become
members of the governing
bodies of other
organizations (besides
controlled and dependent
organizations of the
Company), as well as the
fact of such appointment.

Totally met

V Partially met

Not met

Criterion 1 is not met. 
The assessment in the reporting
period was not conducted due to
the lack of an approved
assessment methodology.

High involvement of members of
the Board of Directors in the
reporting year confirms that
members of the Board of Directors
have time to fulfill their duties.

Criterion 2 is partially met.

The internal documents do not
provide for the obligation of
members of the Board of Directors
to notify the Board of Directors of
their intention to join the
management bodies of other
organizations (in addition to the
Company's controlled and
dependent organizations), as well
as the fact of such appointment.
However, in practice the Company:
• quarterly sends requests to

members of governing bodies,
containing information about
positions held, and has the
opportunity to receive current
information,

• carries out regular monitoring
of open sources of information
on the entry of members of the
Board of Directors of the
Company into the management
or control bodies of other
organizations

2.6.4 All members of the Board of Directors
equally have access to the Company's
documents and information. Newly
elected members of the Board of
Directors are provided with sufficient
information about the Company and the
work of the Board of Directors as soon
as possible.

1. By the Company's
internal documents,
members of the Board of
Directors have the right to
access documents and
make inquiries concerning
the Company and its
subsidiaries, and the
Company's executive
bodies are required to
provide relevant
information and materials.

2. The Company has a
formalized awareness
program for newly elected
members of the Board of
Directors.

V Totally met

Partially met

Not met

 

2.7 The meetings of the Board of Directors, the preparation for them, and the participation in them of members of the Board of Directors
ensure the efficient operation of the Board of Directors.

2.7.1 Meetings of the Board of Directors are
held as necessary, taking into account
the scale of activity and the tasks facing
the Company in a certain period of time.

1. The Board of Directors
held at least six meetings
in the reporting year.

V Totally met

Partially met

Not met

 

2.7.2 He Company's internal documents set
forth the procedure for preparing and
conducting meetings of the Board of
Directors, which ensures that members
of the Board of Directors are able to
properly prepare for it.

1. The Company has
approved an internal
document defining the
procedure for preparing
and conducting meetings
of the Board of Directors,
which, among other
things, stipulates that
notification of a meeting
should be made, as a rule,
at least five days before
the date of the meeting.

V Totally met

Partially met

Not met
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2.7.3 The form of the meeting of the Board of
Directors is determined based on the
importance of the issues on the agenda.
The most important issues are resolved
at meetings held in person.

1. The Charter or internal
document of the Company
stipulates that the most
critical issues (according
to the list given in
recommendation168of the
Code) should be
considered at the in-
person meetings of the
council.

Totally met

V Partially met

Not met

Regulation for the Board of
Directors stipulates that the
Chairman of the Board of Directors
determines the form of holding
meetings of the Board of Directors,
considering the importance of the
issues under consideration and
recommendations provided for by
recommendation 168 of the Code. 

2.7.4 Decisions on the most critical issues of
the Company are made at a meeting of
the Board of Directors by a qualified
majority or majority of all elected
members of the Board of Directors.

1. The Company's charter
provides that decisions on
the most essential issues
outlined in
recommendation170of the
Code should be taken at a
meeting of the Board of
Directors by a qualified
majority of at least three-
quarters of the votes or
the votes of all elected
members of the Board of
Directors.

Totally met

V Partially met

Not met

This norm is provided concerning
the decision on the consent to the
commission or the subsequent
approval of a significant
transaction. Regarding the other
issues mentioned, there is a rule
on decision-making by a two-thirds
majority or by a majority of those
participating in the meeting of the
Board of Directors. 
The Company plans to change the
current practice during the next
amendment of internal documents.

2.8 The Board of Directors sets up committees for preliminary consideration of the most important issues of the Company's activities.

2.8.1 For preliminary consideration of issues
related to control over the financial and
economic activities of the Company, an
audit committee has been established,
consisting of independent directors.

1. The Board of Directors
has formed an audit
committee consisting
exclusively of independent
directors.

2. The internal documents
of the Company define the
tasks of the audit
committee, including the
functions contained in
recommendation172of the
Code.

3. At least one member of
the audit committee, who
is an independent director,
has experience and
knowledge in the
preparation, analysis,
evaluation, and audit of
accounting (financial)
statements.

4. Meetings of the audit
committee were held at
least once a quarter
during the reporting
period.

Totally met

V Partially met

Not met

Criteria 1 and 3 are not met. 
The audit committee has been
established, but has no
independent directors (see clause
2.4.1).

The Company will review the
current practice based on the
results of the election of a new
Board of Directors (in the case of
the election of independent
members to it). At the same time,
the composition of the Audit
Committee includes persons with
experience and knowledge in the
field of preparation, analysis,
evaluation, and audit of accounting
(financial) statements.

2.8.2 For the preliminary consideration of
issues related to the formation of an
effective and transparent remuneration
practice, a remuneration committee was
established, consisting of independent
directors and headed by an independent
director who is not the Chairman of the
Board of Directors.

1. The Board of Directors
has established a
remuneration committee,
which consists only of
Independent Directors.

2. The Chairman of the
Remuneration Committee
is an independent director
who is not the Chairman of
the Board of Directors.

3. The Company's internal
documents define the
tasks of the remuneration
committee, including the
functions contained in
recommendation180of the
Code.

Totally met

V Partially met

Not met

Criterion 1 is not met. 
The Company has established a
Human Resources and
Remuneration Committee. It does
not include independent directors
(clause 2.4.1).

Criteria 2 and 3 are partially met.

The tasks of the Committee are
defined in the Regulation for the
Personnel and Remuneration
Committee, however, since this
version of the document was
approved in 2014, it does not
contain all the rules listed in
Recommendation 180 of the Code.
The tasks of this body do not meet
the recommendations of the Code
in terms of the Regulations for the
motivation of the Corporate
Secretary and implementation
report.

The Committee is headed by a
person who is not the Chairman of
the Board of Directors.

The Company plans to change the
current practice as necessary.
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2.8.3 For the preliminary consideration of
issues related to the implementation of
personnel planning (succession
planning), professional composition and
efficiency of the Board of Directors, a
committee for nominations
(appointments, staff) was created, the
majority of whose members are
Independent Directors.

1. The Board of Directors
has a nominations
committee (or its tasks,
indicated in
recommendation186of the
Code, are implemented
within the framework of
another committee), the
majority of whose
members are independent
directors.

2. The tasks of the
nominations committee
(or the corresponding
committee with combined
functions) are defined in
the Company's internal
documents, including the
functions contained in
recommendation186of the
Code.

Totally met

V Partially met

Not met

Criterion 1 is not met.

The Company has established a
Human Resources and
Remuneration Committee, which
does not include independent
directors (clause 2.4.1).

Criterion 2 is partially met.

Of the specified in the
recommendations of the Code, this
Committee is entrusted with only
tasks in terms of election and
termination of powers of members
of the Board, as well as
coordination of candidates for
certain positions in the executive
office.

The tasks of the Committee are
defined in the Regulation on the
Committee for Personnel and
Remuneration, however, due to the
fact that this version of the
document was approved in 2014, it
does not contain all the norms
listed in the recommendations of
the Code.

The Company plans to change the
current practice as necessary.

2.8.4 Taking into account the scale of activity,
and the level of risk, the Board of
Directors made sure that the
composition of the Company's
committees is entirely consistent with
the goals of society. Additional
committees were either formed or were
not deemed necessary (a strategy
committee, a corporate governance
committee, an ethics committee, a risk
management committee, a budget
committee, health, safety, and
environmental committee, etc.).

1. In the reporting period,
the Board of Directors of
the Company considered
the issue of the
compliance of the
composition of its
committees with the tasks
of the Board of Directors
and the objectives of the
Company. Additional
committees were either
formed or were not
deemed necessary.

Totally met

V Partially met

Not met

The Board of Directors elected the
committees' composition, based on
skills and qualifications of the
candidates, has approved the
Regulations for the committees.
Currently, the Board of Directors
committees made entirely
consistent with its goals and
objectives of activity. 
There have been formed the
following committees of the Board
of Directors:
• Audit Committee;
• Human Resources and

Remuneration Committee;
• Technological connection

committee;
• Strategy, Development,

Investment and Reform
Committee;

• Reliability Committee.

In the reporting period, the Board
of Directors did not consider the
issue of the compliance of the
composition of its Committees with
the objectives of the Board of
Directors and the objectives of the
Company's activities due to the fact
that the above issue was not
included in the schedule of
meetings of the Board of Directors
and was not included in the agenda
of the Chairman.

The Company plans to review the
current practice.

2.8.5 The composition of the committees is
defined in such a way allowing for a
comprehensive discussion of the
previously considered issues, taking into
account different opinions.

1. Independent directors
head board committees.

2. The internal documents
(policies) of the Company
contain Regulations
according to which
persons who are not
members of the audit
committee, the nomination
committee, and the
remuneration committee
are admitted for meetings
of the committees only at
the invitation of the
Chairman of the relevant
committee.

Totally met

Partially met

V Not met

The Board of Directors elected the
committees' composition, guided
by the skills and qualifications of
the candidates, has approved the
Regulations for the committees.
Currently, the Board of Directors
committees made entirely
consistent with its goals and
objectives of activities. 
When necessary, the Company will
review the current practice and
make the appropriate changes in
internal documents.

2.8.6 The chairmen of the committees
regularly inform the Board of Directors
and its Chairman about the work of their
committees.

1. During the reporting
period, the chairmen of
the committees regularly
reported on the work of
the committees to the
Board of Directors.

V Totally met

Partially met

Not met
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2.9 The Board of Directors provides for an assessment of the quality of work of the Board of Directors, its committees and members of
the Board of Directors.

2.9.1 Assessing the quality of work of the
Board of Directors is focused on
determining the degree of efficiency of
the Board of Directors, committees and
members of the Board of Directors,
matching their work to the development
needs of the Company, revitalizing the
Board of Directors and identifying areas
in which their work can be improved.

1. Self-assessment or
external evaluation of the
work of the Board of
Directors conducted in the
reporting period included
an assessment of the work
of committees, individual
members of the Board of
Directors and the board as
a whole.

2. The results of the self-
assessment or external
evaluation of the Board of
Directors conducted
during the reporting
period were reviewed at
the in-person meeting of
the Board of Directors.

Totally met

Partially met

V Not met

The assessment in the reporting
period was not carried out due to
the lack of an approved self-
assessment/ assessment
methodology.

2.9.2 Evaluation of the work of the Board of
Directors, committees, and members of
the Board of Directors is carried out
regularly at least once a year. An
external organization (consultant) is
invited to conduct an independent
assessment of the quality of work of the
Board of Directors at least once every
three years.

1. To conduct an
independent assessment
of the quality of work of
the Board of Directors
during the last three
reporting periods, the
Company has engaged an
external organization
(consultant) at least once.

Totally met

Partially met

V Not met

Experts for external evaluation of
the effectiveness of the Board of
Directors were not involved since
the costs of expert services were
not included in the Company's
budget for the reporting year.

3.1 The corporate secretary of the Company carries out effective ongoing interaction with shareholders, coordinating the Company's
actions to protect the rights and interests of shareholders, and support the effective work of the Board of Directors.

3.1.1 The corporate secretary has the
knowledge, experience, and
qualifications sufficient to perform the
duties assigned to him, an impeccable
reputation and enjoys the confidence of
shareholders.

1. The Company has
adopted and disclosed an
internal document – the
Regulation of the
corporate secretary.

2. The Company's website
on the Internet and the
annual report contain
biographical information
about the corporate
secretary, with the same
level of detail as for
members of the Board of
Directors and executive
management of the
Company.

V Totally met

Partially met

Not met

 

3.1.2 The corporate secretary is sufficiently
independent of the executive bodies of
the Company and has the necessary
powers and resources to carry out the
tasks assigned to him.

1. The Board of Directors
approves the appointment,
removal from office and
additional remuneration of
the corporate secretary.

V Totally met

Partially met

Not met

 

4.1 The level of remuneration paid by the Company is sufficient to attract, motivate, and retain individuals with the competence and
qualifications necessary for the Company. Payment of remuneration to members of the Board of Directors, executive bodies, and
other key managers of the Company is carried out by the remuneration policy adopted by the Company.

4.1.1 The level of remuneration provided by
the Company to members of the Board
of Directors, executive bodies and other
key managers creates sufficient
motivation for their practical work,
allowing the Company to attract and
retain competent and qualified
specialists. At the same time, the
Company avoids a greater than
necessary level of remuneration, as well
as an unjustifiably large gap between
the remuneration levels of the said
persons and the Company's employees.

1. The Company has
adopted an internal
document (documents) – a
policy (policies) on
remuneration of members
of the Board of Directors,
executive bodies and other
key executives, which
clearly defines the
approaches to the
remuneration of these
persons

V Totally met

Partially met

Not met

 

4.1.2 The Company's remuneration policy was
developed by the remuneration
committee and approved by the
Company's Board of Directors. The
Board of Directors, with the support of
the remuneration committee, ensures
control over the adaptation and
accomplishment of the remuneration
policy in the Company, and reviews and
amends it, if necessary.

1. During the reporting
period, the remuneration
committee reviewed the
remuneration policy(s) and
the practice of its (their)
implementation and, if
necessary, made
appropriate
recommendations to the
Board of Directors.

V Totally met

Partially met

Not met
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4.1.3 The Company's remuneration policy
contains transparent mechanisms for
determining the remuneration of
members of the Board of Directors,
executive bodies and other key
managers of the Company, as well as
regulates all types of payments,
benefits, and privileges granted to these
persons.

1. The Company's
remuneration policy(s)
contains (contain)
transparent mechanisms
for determining the
remuneration of members
of the Board of Directors,
executive bodies and other
key managers of the
Company, as well as
regulates (regulate) all
types of payments,
benefits, and privileges
granted to specified
persons.

V Totally met

Partially met

Not met

 

4.1.4 The Company determines the policy of
reimbursement of expenses
(compensation), specifying the list of
costs subject to refund, and the level of
service to which members of the Board
of Directors, executive bodies and other
key managers of the Company can apply.
Such a policy may be an integral part of
the Company's remuneration policy.

1. The remuneration policy
(policies) or other
Company internal
documents establish rules
for reimbursement of
expenses of members of
the Board of Directors,
executive bodies, and
other key managers of the
Company.

V Totally met

Частично

Totally met

Not met

 

4.2 The remuneration system for members of the Board of Directors provides for the convergence of the financial interests of directors
with the long-term commercial interests of shareholders.

4.2.1 The Company pays a fixed annual
remuneration to members of the Board
of Directors. The Company does not pay
remuneration for participation in
individual meetings of the board or
committees of the Board of Directors.

1. Fixed annual
remuneration was the only
monetary form of
remuneration of members
of the Board of Directors
for their work on the
Board of Directors during
the reporting period.

V Totally met

Partially met

Not met

 

4.2.2 Long-term ownership of shares of the
Company is most conducive to the
convergence of the financial interests of
members of the Board of Directors with
the long-term benefits of shareholders.
At the same time, the Company does not
condition the right to sell shares by
achieving certain performance
indicators, and the members of the
Board of Directors do not participate in
option programs.

1. If the internal document
(documents) – the policy
(policies) on the
Company's remuneration
provide for the granting of
shares of the Company to
members of the Board of
Directors, clear rules for
holding shares of board
members aimed at
encouraging long-term
ownership of such shares
should be provided and
disclosed.

V Totally met

Partially met

Not met

 

4.2.3 The Company does not provide for any
additional payments or compensation in
the event of early termination of the
powers of the members of the Board of
Directors in connection with the transfer
of control over the Company or other
circumstances.

1. The Company does not
provide for any additional
payments or
compensation in the event
of early termination of the
powers of members of the
Board of Directors in
connection with the
transfer of control over the
Company or other
circumstances.

V Totally met

Partially met

Not met
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4.3 The system of remuneration of members of the executive bodies and other key managers of the Company provides for the dependence
of remuneration on the result of the Company's work and their contribution to achieving this result.

4.3.1 The remuneration of members of the
executive bodies and other key managers of
the Company is determined in such a way as
to ensure a reasonable and reasonable ratio
of the fixed part of the remuneration and the
variable part of the remuneration, depending
on the performance of the Company and the
personal (individual) contribution of the
employee to the final result.

1. During the reporting period, annual
performance indicators approved by the
Board of Directors were used in determining
the size of the variable remuneration of
members of executive bodies and other key
managers of the Company.

2. During the last assessment of the
remuneration system for members of
executive bodies and other key managers of
the Company, the Board of Directors
(remuneration committee) made sure that the
Company applies an adequate ratio of the
fixed remuneration part and the variable
remuneration part.

3. The Company has a procedure that ensures
the return to the Company of bonuses that
were illegally received by members of the
executive bodies and other key managers of
the Company.

V Totally met

Partially met

Not met

 

4.3.2 The Company introduced a program of the
long-term motivation of members of the
executive bodies and other key managers of
the Company using the Company's shares
(options or other derivative financial
instruments, the basic asset for which are
the Company's shares).

1. The Company introduced a long-term
motivation program for members of the
executive bodies and other key managers of
the Company using the Company's shares
(financial instruments based on the
Company's shares).

2. The program of the long-term motivation of
members of the executive bodies and other
key managers of the Company provides that
the right to sell shares and other financial
instruments used in such a program comes
no earlier than three years after they are
granted. At the same time, the right to
implement them is conditioned by the
achievement of certain indicators of the
Company's activity.

Totally met

Partially met

V Not met

Such a
program in
the Company
is not
implemented
due to the
absence of a
positive
decision of
the
shareholders. 
The Company
is considering
the possibility
of organizing
an option
program for
members of
the executive
bodies and
other key
executives of
the Company.

4.3.3 The amount of compensation (the golden
parachute) paid by the Company in the event
of early termination of the powers of
members of the executive bodies or key
managers at the initiative of the Company
and in the absence of unfair acts on their
part does not exceed twice the fixed part of
the annual remuneration.

1. The amount of compensation (the golden
parachute) paid by the Company in the event
of early termination of the powers of
members of the executive bodies or critical
managers at the initiative of the Company and
in the absence of unfair actions on their part
did not exceed twice the fixed part of the
annual remuneration in the reporting period.

V Totally met

Partially met

Not met

 

5.1 The Company has established an efficiently functioning risk management and internal control system aimed at ensuring reasonable
confidence in achieving the goals set for the Company.

5.1.1 The Board of Directors of the Company
determined the principles and approaches to
the organization of the risk management and
internal control system in the Company.

1. the Company has clearly defined functions
of various management bodies and
subdivisions in the risk management and
internal control system in the internal
documents/relevant policies of the Company
approved by the Board of Directors.

V Totally met

Partially met

Not met

 

5.1.2 The executive bodies of the Company ensure
the creation and maintenance of effective
risk management and internal control
system in the Company.

1. The executive bodies of the Company
ensured the distribution of duties and powers
in regards to risk management and internal
control among the managers (heads) of
departments and subdivisions accountable to
them.

V Totally met

Partially met

Not met

 

5.1.3 The system of risk management and internal
control in the Company ensures an objective,
fair and transparent picture of the current
state and prospects of the Company, the
integrity, and transparency of the Company's
reporting, and the reasonableness and
acceptability of the risks assumed by the
Company.

1. The Company approved a policy to counter
corruption.

2. The Company has organized an accessible
way of informing the Board of Directors or the
audit committee of the Board of Directors
about the facts of violation of the law, internal
procedures, and the Company's code of
ethics.

V Totally met

Partially met

Not met
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5.1.4 The Company's Board of Directors is taking
the necessary measures to ensure that the
Company's risk management and internal
control system complies with the principles
and approaches to its organization defined by
the Board of Directors and functions
effectively.

1. During the reporting period, the Board of
Directors or the audit committee of the Board
of Directors conducted an assessment of the
effectiveness of the Company's risk
management and internal control systems.
Information on the main results of such an
assessment is included in the Company's
annual report.

V Totally met

Partially met

Not met

 

5.2 For a systematic independent assessment of the reliability and effectiveness of the risk management and internal control system and
the practice of corporate governance, the Company organizes an internal audit.

5.2.1 A separate structural subdivision was
created in the Company to conduct an
internal audit, or there was involved an
independent external organization. The
functional and administrative accountability
of the internal audit unit is delimited.
Functionally, the internal audit subdivision
reports to the Board of Directors.

1. For the internal audit, a separate internal
audit subdivision has been created in the
Company, functionally accountable to the
Board of Directors or the Audit Committee, or
an independent external organization was
involved with the same principle of
accountability.

V Totally met

Partially met

Not met

 

5.2.2 The internal audit subdivision conducts an
assessment of the effectiveness of the
internal control system, an evaluation of the
effectiveness of the risk management
system, and the corporate governance
system. The Company applies generally
accepted standards of internal audit
activities.

1. During the reporting period, the internal
audit assessed the effectiveness of the
internal control and risk management
system.

2. The Company uses generally accepted
approaches to internal control and risk
management.

V Totally met

Partially met

Не
соблюдается

 

6.1 The Company and its activities are transparent to shareholders, investors and other interested parties.

6.1.1 The Company has developed and
implemented an information policy that
ensures effective information interaction
between the Company, shareholders,
investors and other stakeholders.

1. The Board of Directors of the Company
approved the information policy of the
Company, developed taking into account the
recommendations of the Code.

2. The Board of Directors (or one of its
committees) reviewed issues related to the
Company's compliance with its information
policy at least once during the reporting
period.

V Totally met

Partially met

Not met

 

6.1.2 The Company discloses information on the
system and practice of corporate
governance, including detailed information
on compliance with the principles and
recommendations of the Code.

1. The Company discloses information about
the corporate governance system in the
Company and general principles of corporate
governance applied in the Company, including
on the Company's website on the Internet.

2. The Company discloses information on the
composition of the executive bodies and the
Board of Directors, the independence of the
board members and their membership in the
committees of the Board of Directors
(following the definition of theCode).

3. If a person is controlling the Company, the
Company publishes a controlling person’s
memorandum regarding the person’s plans
for corporate governance in the Company.

V Totally met

Partially met

Not met
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6.2 The Company timely discloses complete, current, and reliable information about the Company to ensure the possibility of making
sound decisions by the Сompany's shareholders and investors.

6.2.1 The Company discloses information by the
principles of regularity, consistency, and
efficiency, as well as the availability,
reliability, completeness, and comparability
of the disclosed data.

1. The Company's information policy defines
the approaches and criteria for determining
the information that could have a significant
impact on the Company's valuation and the
value of its securities and procedures that
ensure the timely disclosure of such
information.

2. If the Company's securities circulate in
regulated foreign markets, the disclosure of
material information in the Russian Federation
and such markets is carried out
simultaneously and equivalently during the
reporting year.

3. If foreign shareholders own a significant
number of shares of the Company, during the
reporting year, information was disclosed not
only in Russian but also in one of the most
common foreign languages.

V Totally met

Partially met

Not met

 

6.2.2 The Company avoids a formal approach in
disclosing information and discloses
material information about its activities,
even if the disclosure of such information is
not provided for by law.

1. During the reporting period, the Company
disclosed annual and semi-annual financial
statements prepared in compliance with IFRS.
The Company's annual report for the reporting
period includes annual financial statements
prepared in accordance with IFRS, together
with an audit report.

2. The Company discloses full information on
the capital structure of the Company by
recommendation290of the Code in the annual
report and on the Company's website on the
Internet.

V Totally met

Partially met

Not met

 

6.2.3 The annual report, being one of the essential
tools of information interaction with
shareholders and other interested parties,
contains information that allows evaluating
the results of the Company's activities for
the year.

1. The Company's annual report contains
information on critical aspects of the
Company's operations and its financial results.

2. The Company's annual report contains
information on the environmental and social
aspects of the Company's operations.

V Totally met

Partially met

Not met

6.3 The Company provides information and documents on the requests of shareholders by the principles of equal access and ease.

6.3.1 The Regulation of information and
documents by the Company at the request of
shareholders is carried out following the
principles of equal access and ease.

1. The information policy of the Company
determines the non-burdensome procedure for
providing shareholders with access to
information, including information about legal
entities controlled by the Company, at the
request of shareholders.

V Totally met

Partially met

Not met

 

6.3.2 When a Company provides information to
shareholders, a reasonable balance is
maintained between the interests of specific
shareholders and the interests of the
Company itself, which is interested in
maintaining the confidentiality of important
commercial information that may have a
significant impact on its competitiveness.

1. During the reporting period, the Company
did not refuse to satisfy the requests of
shareholders for information, or such refusals
were justified.

2. In cases determined by the Company's
information policy, shareholders are cautioned
about the confidential nature of the information
and undertake to keep it secret.

V Totally met

Partially met

Not met
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7.1 Actions that largely affect or may affect the structure of share capital and the financial condition of the Company and, accordingly, the
position of shareholders (significant corporate actions) are carried out on fair conditions ensuring compliance with the rights and
interests of shareholders and other interested parties.

7.1.1 Significant corporate
actions include the
reorganization of the
Company, the acquisition
of 30 percent or more of
the Company's voting
shares (takeover), the
Company makes
significant transactions,
the increase or decrease
in the Company's
authorized capital, the
listing and delisting of
the Company's shares,
as well as other actions
that may lead to a
significant change in
rights of shareholders or
violation of their
interests. The
Company's charter
defines a list (criteria) of
transactions or other
actions that are
significant corporate
actions, and such
actions are within the
competence of the
Company's Board of
Directors.

1. The Company's
charter defines a list of
transactions or other
actions that are
significant corporate
actions and criteria for
their determination.
Decision making
concerning material,
corporate actions falls
within the competence of
the Board of Directors. In
those cases where the
implementation of these
corporate actions is
directly referred by law
to the competence of the
General Meeting of
shareholders, the Board
of Directors provides
relevant
recommendations to
shareholders. 
2. The Company's
Charter include at least
the following significant
corporate actions: the
reorganization of the
Company, the acquisition
of 30 percent or more of
the Company's voting
shares (takeover), the
execution by the
Company of material
transactions, the
increase or decrease in
the authorized capital of
the Company, the listing,
and delisting of the
Company's shares.

Totally met

V Partially met

Not met

Criterion 1 is partially met. 
The Charter of the Company does not define a list of
transactions or other actions that are significant
corporate actions and criteria for their
determination. The issue requires elaboration and
detailed coordination with subsequent approval by
the General Meeting of Shareholders of the
Company.
At the same time, the Charter of the Company
considers the following issues related to the
competence of the General Meeting of Shareholders
only at the suggestion of the Board of Directors:
• reorganization of the Company,
• increase in the authorized capital of the Company

by increasing the nominal value of shares or by
placing additional shares;

• making decisions on consent to the commission
or on the subsequent approval of transactions in
the cases provided for by art. 83 of the Federal
Law "On Joint-Stock Companies";

• deciding whether to consent to or about the
subsequent approval of major transactions in the
cases provided for in art. 79 of the Federal Law
"On Joint Stock Companies".

The following issues are related to the competence
of the Board of Directors of the Company:
• application with listing of the Company's shares

and (or) equity securities of the Company
convertible into the Company's shares,

• preliminary approval of decisions for the
conclusion of individual transactions by the
Company:
/ the subject of which are non-current assets of

the Company in the amount of more than 10%
of the book value of these assets,

/ related to the alienation or the possibility of
separation of property constituting fixed
assets, intangible assets, construction in
progress, the purpose of which is the
production, transmission, dispatching,
distribution of electrical and thermal energy, as
well as other types of property determined by
individual decisions of the Board of Directors,

/ concerning transfer (reception) to the
temporary possession (use) of real estate and
electric grid facilities for more than five years,

/ related to the gratuitous transfer of the
Company's property or property rights (claims)
to itself or to a third party; transactions related
to exemption from property obligations to
themselves or to a third party; transactions
related to the granting of services by the
Company to third parties,

/ which may entail the emergence of liabilities
denominated in foreign currency transactions
with derivative financial instruments.

Criterion 2 is not met.

The Company is developing relevant changes and
will be introduced into the Company's Charter,
subject to a positive decision by the shareholders

7.1.2 The Board of Directors
plays a key role in
making decisions or
making
recommendations for
significant corporate
actions; the Board of
Directors relies on the
position of independent
directors of the
Company.

1. The Company has a
procedure under which
independent directors
declare their position on
significant corporate
actions before their
approval.

Totally met

V Partially met

Not met

This procedure is not reflected in the Company's
internal documents; however, in practice, an
independent director voices his position on
significant corporate actions before their approval. 
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SL.NO.

PRINCIPLES  
OF CORPORATE  
GOVERNANCE

CRITERIA FOR ASSESSING
COMPLIANCE WITH THE
PRINCIPLE OF CORPORATE
GOVERNANCE

STATUS OF
COMPLIANCE
WITH THE
CORPORATE
GOVERNANCE

EXPLANATIONS OF DEVIATIONS FROM THE CRITERIA
FOR ASSESSMENT THE COMPLIANCE WITH THE
PRINCIPLE OF CORPORATE GOVERNANCE

7.1.3 When making significant
corporate actions
affecting the rights and
legitimate interests of
shareholders, equal
opportunities are
provided to all
shareholders, and in
case of insufficiency of
the mechanisms
provided for by
legislation aimed at
protecting the rights of
shareholders, additional
measures protect the
rights and legitimate
interests of the
Company's
shareholders. At the
same time, the Company
is guided not only by
compliance with the
formal requirements of
the law but also by the
principles of corporate
governance outlined in
theCode.

1. The Сompany's
Сharter, taking into
account the peculiarities
of its activities,
establishes lower
minimum criteria for
classifying the
Company's transactions
as significant corporate
actions than those
provided by law.

2. During the reporting
period, all material,
corporate actions were
approved prior to their
implementation.

V Totally met

Partially met

Not met

 

7.2 The Company provides such a procedure for carrying out significant corporate actions, which allows shareholders to receive full
information about such activities on time, which will enable them to influence the commission of such actions and guarantees
compliance with an adequate level of protection of their rights when committing such actions.

7.2.1 Information on the
commission of
significant corporate
actions is disclosed
explaining the causes,
conditions and
consequences of such
actions.

1. During the reporting
period, the Company
promptly and in detail
disclosed information
about the significant
corporate actions of the
Company, including the
reasons and deadlines
for such actions.

V Totally met

Partially met

Not met

 

7.2.2 The rules and
procedures related to
the implementation of
significant corporate
actions by the Company
are enshrined in the
Company's internal
documents.

1. The Сompany's
internal documents
provide for a procedure
for engaging an
independent appraiser to
determine the value of
the property being
alienated or acquired in a
major transaction or an
interested party
transaction.

2. The Company's
internal documents
provide for the procedure
for attracting an
independent appraiser to
estimate the cost of
acquiring and redeeming
shares of the Company.

3. The Company's
internal documents
provide for an expanded
list of the grounds on
which members of the
Company's Board of
Directors and other
persons provided for by
law are deemed to be
interested in the
Company's transactions.

Totally met

V Partially met

Not met

Criteria 1 and 2 are partially met. 
The Charter of the Company establishes the
involvement of an independent appraiser
(appraisers) to determine the value of shares,
property and other assets of the Company in cases
provided for by the Federal Law "On Joint Stock
Companies," as well as by individual decisions of the
Board of Directors of the Company.

Criterion 3 is not met

The Company is considering the possibility of
developing appropriate changes.
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INFORMATION ON NON-CORE ASSETS OF
KUBANENERGO PJSC.  
PARTICIPATION OF KUBANENERGO PJSC IN
COMMERCIAL ORGANIZATIONS

Information on the sale of non-core assets for 2018

SEQ NO. ASSET NAME

INVENTORY

NUMBER (IF

APPLICABLE)

THE LINE OF THE BALANCE

SHEET WHERE THE ASSET WAS

RECORDED AT THE REPORTING

DATE PRECEDING THE SALE OF

THE ASSET

ACCOUNTING ACCOUNTS

(INCLUDING ANALYTICS), WHICH

REFLECT THE INCOME AND

EXPENSES FROM THE DISPOSAL OF

AN ASSET (91.1 AND 91.2)

CARRYING

AMOUNT OF THE

ASSET,

THOUSAND

RUBLES

THE ACTUAL COST

OF SALES, THS.

RUB.

DEVIATION OF THE

ACTUAL COST OF

REALIZATION

FROM BOOK

VALUE OF THE

ASSET,

THOUSAND

RUBLES.

THE REASONS FOR THE

DEVIATION OF THE

ACTUAL COST OF

IMPLEMENTATION FROM

THE BOOK VALUE OF THE

ASSET

1 Accommodation
of linear
workers

741004 1150 01 0,0 222.54 222.54 Implemented
at a price

higher than
the residual

value

2 Shares of JSC
OC "Flame"

1680 1170 58 17,234.2 17,234.2 – The facility
was

liquidated

  Total       17,234.2 17,456.74    

Register of non-core assets of the Company

The non-core asset disposal program of Kubanenergo PJSC
(approved by the decision of the Board of Directors on February
22, 2018, minutes No. 300/2018 in a new edition) (hereinafter
referred to as the Program) was approved pursuant to the
Decree of the President of Russia on 07.05.2012, No. 596,
Directives of the Government of Russia on 07.07.2016, No.
4863p-P13 and the orders of the Government of Russia of
10.05.2017б No. 894-p by the decision of the Board of Directors
of Kubanenergo PJSC dated 23.12.2016 (minutes No. 259/2016
dated 26.12.2016).

The program defines the main approaches, principles, and
procedures for identifying and selling non-core assets,
establishes the criteria for classifying assets as non-core, the
procedure for maintaining the register of non-core assets,
approaches to determining the value of non-core assets, the
main provisions for their disposal, and the procedure for
submitting reports on the performance of the non-core registry
assets.

By decision of the Board of Directors of the Company, dated
February 8, 2019 (minutes No. 330/2019), an up-to-date register
of non-core assets was approved, formed by the requirements of
the Program.
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Participation of Kubanenergo PJSC in commercial organizations

As of December 31, 2018 Kubanenergo PJSC owned shares of four joint stock companies, including two subsidiaries.

SEQ NO. NAME AND ADDRESS OF COMPANIES

AREA OF
ACTIVITY

KIND OF ACTIVITY

SHARE OF
THE
COMPANY IN
THE
AUTHORIZED
CAPITAL OF
THE
COMPANY, %

Subsidiaries of Kubanenergo PJSC

1 Joint-stock Company Recreation House
"Energetik"

(JSC R/h "Energetikc"),

353490, Krasnodar Territory,

Divnomorskoe village, st. Pionerskaya,
4

Krasnodar

region

Organization of recreation and rehabilitation of children
and adults, primarily employees of Kubanenergo PJSC
and their family members; arranging and holding of
seminars and conferences

100

2 Joint-stock Company "Energy Service of
Kuban" (JSC "Energy Service of Kuban")

350080, Krasnodar, st. Novorossiysk, 47

Krasnodar
Territory

Design, installation and commissioning of metering
stations for electricity, gas and technological equipment,
hot and cold water supply

100

Other commercial organizations, whose shares are owned by the Company

3 Closed Joint Stock Company “Regional
Engineering and Technological Energy
Company – SOYUZ”

(CJSC RETEC-SOYUZ)

Legal address:
• 350033, Krasnodar, Central

Administrative District, st. Stavropol,
2

Mailing address:
• 350080, Krasnodar, st. Demus, 50

Krasnodar
Territory

Organization, performance and support of research and
scientific and technical development, engineering,
construction, installation and commissioning works;
monitoring and controlling

1

4 Closed Joint-Stock Company North-
Caucasus Scientific-Production Joint-
Stock Corporation "Turbogaz" (CJSC
"Turbogaz")

Legal address: 353470, Krasnodar
Territory, Gelendzhik

Mailing address: 350000, Krasnodar, st.
Ordzhonikidze, 66

Krasnodar
Territory

Development of energy saving technologies; production,
operation, maintenance and repair of power plants;
production and sale of electricity

4

Shares of the above joint-stock companies, except for "Energy Service of Kuban" JSC, were included in the register of non-core
assets.

Packages of shares of CJSC Turbogaz are subject to liquidation, shares of CJSC RETEC-SOYUZ are subject to sale.

The Company plans to retain participation in the authorized capital of JSC Recreation House "Energetik".

The share of the voting shares of CJSC Turbogaz and CJSC RETEC-SOYUZ held by the Company does not allow it to independently
decide on the functioning of these commercial organizations, including determining the composition of their management and control
bodies.

Kubanenergo PJSC interacts with its subsidiaries (further referred to as Subsidiaries) in accordance with the requirements of the
legislation of the Russian Federation, the charters and internal documents of the Company and its subsidiaries, including the
procedure for the interaction of the Company with economic companies whose shares (interest) are owned by the Company, approved
by decision of the Board of Directors of the Company (minutes No. 69/2009, dated 27.03.2009).

The main objectives of the Company's interaction with subsidiaries:
• securing a stable financial development and profitability of subsidiaries;
• ensuring the protection of the rights and interests of shareholders of the Company and subsidiaries;
• increasing the investment attractiveness of the Company and subsidiaries by providing the investment community with complete,

timely, reliable information about the activities of subsidiaries, as well as the balance and predictability of corporate policy in
general;

• development and implementation of the coordinated and effective investment policy of subsidiaries.

Management and control of subsidiary activities is carried out by the Company through the following corporate governance
mechanisms:
• in accordance with the Charter of Kubanenergo PJSC, the functions of the General Meetings of shareholders of 100% subsidiaries

are carried out by the Management Board of the Company;
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• the general management of the subsidiaries is carried out by their boards of directors, the majority of whose members are
representatives of Kubanenergo PJSC;

• concerning the main issues on the agenda of the General Meetings of shareholders and meetings of the boards of directors of
subsidiaries, the position of Kubanenergo PJSC is determined by the Company's Board of Directors;

• Regular control of financial and economic activities of subsidiaries is carried out by their Auditing Commissions, consisting of
representatives of Kubanenergo PJSC.

The operational management of each subsidiary is carried out by the sole executive body – the General Director. Collective executive
bodies (administrations) are not provided for by the charters of subsidiaries.

As a part of the formation of business plans for subsidiaries, as well as to monitor and control their current activities, the Company
approves the planned values of net profit and the current ratio of subsidiaries.

Financial and economic indicators of activity of JSC Recreation House "Energetik".

SEQ NO. INDICATOR 2018 2017 2016

1 Revenue, ths. rub. 64,289 57,146 73,889

2 Gross profit, ths. rub. 730 –410 –707

3 Net profit (retained earnings/ uncovered loss), ths. rub. –784 4 554

4 Return on equity (ROE) , % –2.26 0.01 1.60

5 Return on total assets (ROTA) on profit before tax , % 0.3 2.2 2.0

6 Net profit ratio, % –1.2 0.0 0.7

7 Product profitability (sales), % 1.1 –0.7 –1.0

8 The amount of uncovered loss at the reporting date, ths. rub. 897 113 4,993

9 The ratio of uncovered loss at the reporting date and the balance sheet total, % 2.5 0.3 12.2

Financial and economic performance indicators of OJSC "Energy Service of Kuban"

SEQ NO. INDICATOR 2018 2017 2016

1 Revenue, ths. rub. 39,895 102,364 62,118

2 Gross profit, ths. rub. 12,924 55,681 –7,175

3 Net profit (retained earnings/ uncovered loss), ths. rub. 1,269 36,271 –9,013

4 Return on equity (ROE) , % 6.9 858.6 95.8

5 Return on total assets (ROTA) on profit before tax , % 3.1 105.3 –101.9

6 Net profit ratio, % 3.2 35.4 –14.5

7 Product profitability (sales), % 9.6 46.2 –18.3

8 The amount of uncovered loss at the reporting date, ths. rub. – – 14 016

9 The ratio of uncovered loss at the reporting date and the balance sheet total, % – – 105.9

Details of the subsidiaries and affiliates of Kubanenergo PJSC are posted on the Company's website in the section “About us/
Subsidiaries”.

1. The indicator “Return on Equity (ROE),” "Return on total assets (ROTA) on profit before tax” are calculated in accordance with the
following methodology: Return on equity (ROE) =Net Profit/ Average Equity × 100%; Return on total assets (ROTA) on profit before tax =
Profit before tax/ Average total assets × 100%. 

FINANCIAL AND ECONOMIC PERFORMANCE INDICATORS OF SUBSIDIARIES

1

1

1

1
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FUNCTIONS OF THE PARTICIPANTS OF THE
INTERNAL CONTROL SYSTEM OF
KUBANENERGO PJSC.  
(FURTHER REFERRED TO AS – ICS)

NO.ITEM NUMBER ICS PARTICIPANTS THE MAIN FUNCTIONS IN THE FIELD OF ICS

1 Auditing Commission • exercises control over the Company's financial and economic activities, on the basis of
which prepares proposals/ recommendations for improving the ICS;

• carries out an independent assessment of the reliability of the data contained in the
annual report of the Company and in the annual financial statements of the Company

2 Board of Directors • determines the principles and approaches to the organization of the ICS of the
Company, including approving the Company's internal documents defining the
organization and strategy for the development and improvement of the ICS, supports
the Company's internal control policy;

• monitors the activities of the executive bodies of the Company in the main (priority)
areas;

• considers the report of the Board on the organization and functioning of the ICS of the
Company;

• annually reviews reports of the internal auditor on the effectiveness of the ICS;
• considers the results of external independent assessment of the effectiveness of ICS

3 Board Audit Committee • carries out preliminary consideration before approval by the Board of Directors of the
Company's internal documents defining the organization and strategy for the internal
control policy and subsequent changes to them;

• carries out a preliminary review before the Board of Directors reviews the results of
evaluating the effectiveness of ICS according to the report of the internal auditor on the
effectiveness of ICS, as well as information on the results of the external independent
assessment of the efficacy of ICS; prepares proposals/ recommendations for improving
the Company's ICS;

• monitors the ICS: regarding consideration of issues related to control over the accuracy
of the Company's accounting (financial) statements, selection of an external auditor
and conducting an external audit, for ensuring compliance with regulatory legal
requirements, in terms of consideration of the report of the Board on the organization
and functioning of ICS, and also in review of the issues related to the analysis and
evaluation of implementation of internal control policies

4 Other committees of the
Board of Directors:
• Human Resources and

Remuneration
Committee;

• Reliability Committee;
• Strategy, Development,

Investment and Reform
Committee;

• Technological
Connection Committee

• within the competencies established by the Board of Directors, monitor the
implementation of the established financial and operational indicators, oversee
compliance with applicable laws, established local regulations of rules and procedures,
as well as the accuracy and timeliness of reporting generated by the Company

5 Executive bodies: • ensure the creation and effective functioning of ICS;
• responsible for the implementation of decisions of the Board of Directors in the

organization of ICS
5.1 Management Board of the

Company
• Forms directions and plans for the development and improvement of ICS;
• prepares reports on the financial and economic activities of the Company, the

organization and functioning of the Company's ICS;
• considers the results of external independent assessment of the effectiveness of ICS;

develops measures for the development and improvement of ICS
5.2 General Director of the

Company
• approves the regulatory and methodological documents of the Company on the

organization and functioning of the ICS, with the exception of documents whose
approval falls within the competence of the Board of Directors of the Company;

• ensures the implementation of the plans of the Company's activities necessary for the
solution of its tasks;

• organizes the maintenance of accounting and management accounting, preparation of
accounting (financial) and other statements;

• submits to the Board of Directors for consideration reports on the financial and
economic activities of the Company, on the organization and functioning of the
Company's ICS

6 Collective working bodies,
of which the most
important are:

• within their authority, they carry out control procedures and (or) develop
recommendations for improving control procedures, individual components (elements)
of internal control and ICS

6.1 Commission for settlement
of receivables of
Kubanenergo PJSC

• evaluates the reasonableness and prospects for resolving disputes between the
Company and counterparties with regard to financial settlements;

• evaluates the effectiveness of measures implemented in order to reduce accounts
receivable, including for services rendered for the transmission of electricity;

• considers issues in terms of receivables management submitted by the structural
subdivisions of the Company to the Commission for consideration;

• determines the position of the Company in relation to the management of receivables
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NO.ITEM NUMBER ICS PARTICIPANTS THE MAIN FUNCTIONS IN THE FIELD OF ICS

6.2 Commission for the
evaluation of the activities
of contracting
organizations involved in
the construction, technical
re-equipment and
reconstruction of the
Company

• identifies problems in the areas of production activities of the counterparty that may
cause risks of non-fulfillment (improper performance) of contractual obligations to the
Company by him;

• provides a comprehensive assessment of the effectiveness of counterparties in the
context of the production direction in capital construction;

• draws up a list of bona fide contracting organizations duly fulfilling their obligations
under contracts for the construction, technical re-equipment and reconstruction of
electric grid facilities

6.3 Power Supply
Consolidation Commission

of the Company

• determines the technical and economic feasibility of the acquisition of power facilities,
taking into account the submitted documents;

• determines the position of the project submitted for its consideration on the expediency
(inexpediency) of the acquisition of power facilities;

• organizes a transaction for the acquisition of power facilities;
• concludes an agreement on the acquisition of objects and the organization of the

registration of objects
6.4 Compliance Commission

for corporate ethics and
conflict of interest

• resolves pre-conflict situations arising in the Company's structural subdivisions,
information about which is sent by the structural subdivision of anti-corruption
compliance procedures for consideration at Commission meetings;

• resolves conflicts of interests in relation to the Company's employees;
• considers the facts and cases of violation of the norms of corporate ethics and

standards of corporate behavior in the Company;
• performs the requirements of art. 13.3 of the Federal Law of the Russian Federation of

December 25, 2008, No. 273-FZ "On Countering Corruption"
1st line of protection

7 Heads of units and
structural subdivisions of
the Company

perform the functions of developing, documenting, introduction, monitoring and improving
the internal control system in the functional areas of the Company, responsibility for the
organization and coordination/fulfillment of which is entrusted to them by the Company's
regulatory documents/ regulations for structural subdivisions, including:
• complies with the principles of compliance control;
• organize the construction of effective processes (areas of activity), including the

development and implementation, taking into account the risks identified, of new
control procedures or the modification of existing ones;

• provide regulation of supervised processes (activities);
• organize the execution of control procedures;
• assess (monitor) the implementation of control procedures;
• assess the supervised processes (activities) for the need to optimize them to improve

efficiency and meet the changing conditions of the external and internal environment,
organize the development of proposals for improving the control procedures;

• provide elimination of identified deficiencies in control procedures and processes
(activities)

8 Employees of the
Company's subdivisions
performing control
procedures by virtue of
their official duties

• perform control procedures;
• timely inform direct managers about cases, in which the execution of control

procedures for any reason has become impossible and (or) a change in the design of
control procedures is required due to a change in the internal and (or) external
conditions of the Company's operation;

• submit to direct management proposals for the implementation of control procedures
in relevant areas of activity
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NO.ITEM NUMBER
ICS
PARTICIPANTS THE MAIN FUNCTIONS IN THE FIELD OF ICS

2nd line of protection

9 Directorate for
internal
control and
risk
management

•
• develops and ensures the implementation of basic and methodological documents on the

construction and improvement of ICS;
•
• assists management in the construction of ICS business processes, making recommendations on

the description and implementation of control procedures in processes (activities) and securing
responsibility for officials;

•
• prepares information on the state of ICS for interested parties;
• interacts with government regulatory bodies on compliance control issues

10 Functional
control
subdivisions:

10.1 Economic
Security
Administration

• carries out counteraction to the facts of unfair competition;
• conducts official investigations into the facts (preconditions) of damage to the interests of the

economic security of the Company;
• organizes the fight against theft of electricity, financial and material resources, intellectual property,

the prevention of other crimes against the Company's property;
• conducts independent audits and participates in joint inspections of the financial and economic

subdivisions of the Company to prepare its own opinion on violations and form an evidence base to
protect the Company's legitimate interests

10.2 Anti-
Corruption
Compliance
Department

• develops and organizes the implementation in the Company of a unified system for the
implementation of corporate and anti-corruption compliance procedures;

• organizes the Company's activities in the conduct of corporate and anti-corruption compliance
procedures

10.3 Overdue
Receivables
Department

• coordinates and controls the activities of the Company's subdivisions to reduce overdue receivables
for electricity transmission services

10.4 Controlling
department

• builds and continuously improves the integrated management support system of the Company,
aimed at coordinating and controlling the interaction of management systems;

• ensures the adaptation of the Company strategic goals, the organization, control and methodological
guidance of the Company's subdivisions in terms of strategic planning;

• carries out the improvement and assessment of the quality of management systems and methods,
based on the principles of an integrated management system;

• organizes methodological support and coordination of the Company's subdivisions on the
functioning of the integrated management system, ensuring the realization of the Company's
policies and objectives in the field of quality in accordance with the requirements of international
standards ISO 9001, ISO 14001 and OHSAS 18001, as well as monitoring the status of the integrated
management system

10.5 Legal Support
Department

• supervises the Company's compliance with legal requirements by conducting legal review and
coordination in the manner prescribed by the organizational and administrative documents of the
Company, drafts of contracts and agreements, drafts of organizational and administrative
documents, drafts of powers of attorney to represent the Company's interests to third parties, drafts
of statements, letters complaints sent on behalf of the Company to the legislative and executive
authorities, courts of law, enforcement agencies;

• monitors and informs the Company's management of the adopted regulatory legal acts of the
Russian Federation, which significantly affect the Company's activities in order to minimize the risks
of non-compliance with the requirements of the legislation and the interests of the Company

10.6 Corporate
Governance
and
Shareholder
Relations
Department

• monitors the implementation of decisions of the Board, Board of Directors and its committees;
• controls the provision of information transparency of the Company in the interests of shareholders

and potential investors

10.7 Management
of
documentary
support and
control of
execution of
orders

• provides a unified office management system in the executive office and branches of the Company;
• organizes control over the execution of documents, including organizational and administrative

documents, instructions of the general director, minutes of meetings;
• organizes control over the execution of documents in the areas of activity of the deputies general

director

3rd line of protection

11 Internal Audit
Department

• develops recommendations for improving control procedures, individual components (elements) of
compliance control and ICS based on the results of the internal audit;

• carries out an independent internal assessment of the effectiveness of ICS and issue
recommendations for improving the effectiveness and efficiency of ICS
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